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Introduction 


The purpose of this paper is to explain both 
native born and immigrant asset accumulation. 
This is done by estimating a life-cycle asset 
accumulation model. In addition, immigrant 
asset accumulation is related to immigrant 
remittances. 

It has been argued that the economic perfor- 
mance of immigrants as compared to that of 
native born Canadians can best be understood 
by means of a life-cycle model. The differen- 
tial performance of immigrants over their life- 
time in Canada has been found to be a product 
of human capital investment that yielded in- 
creasing returns under varying lengths of stay. 
In a similar vein, asset and debt accumulation 
by immigrants can also be viewed as starting at 
a low level, reaching a peak and then declining 
in retirement. In this model, the factors of age, 
marital status, number of children, the tenden- 
cy to save from current income and education 
will influence the level of assets accumulated. 

The literature has generally shown that the 
only significant economic variables affecting 
remittances are the number of immigrants work- 
ing and their incomes. Accordingly, it is not 
necessary to produce a model to understand 
these cash flows. An examination of available 
data is required to determine the size of the cash 
flows. 


Methodology 


The Statistics Canada Public Use Sample Tapes 
(1983: Assets and Debts, Economic Families) 
were used as the data source for the analysis of 
asset accumulation. Graphs of asset, debt and 
net worth positions were plotted against the age 
of the heads of the economic families, for both 
the native born and immigrants. In addition, 
cross tabulations were made for both groups by 
various debt and asset configurations in order 
to control for the variables cited above. Final- 
ly, regression analysis was used to estimate life- 
cycle asset accumulation models for both 
groups. 

The data for the remittances’ analysis comes 
from the Statistics Canada Family Expenditure 
Survey (1982 and 1984). These were compiled 
by W.L. Marr. The data provides an upper limit 
to remittances because they also include contri- 
butions made to persons outside the spending 
unit but residing in Canada. 


Results 


A simple analysis of the asset and debt data in- 
dicates that the life-cycle model is correct for 
both groups. Immigrants have a higher peak- 
asset value than do the native born. The same 
holds true for net worth. 

The regression results confirm the life-cycle 
theory for both natives and immigrants for net _ 
worth, total assets and total debt. In the case 
of net worth, immigrants tend to save more } 
from short-term income movements than do the | 
native born. Increasing education also has a | 
positive impact on immigrant net worth but not 
on that of the native born. There is little differ- 
ence between the two groups in the total assets 
function. The debt function of immigrants does 
vary from that of the Canadian born. Im- 
migrants tend to repay debt faster and lower 
their debt in response to marriage and child- 
rearing. The native born, on the other hand, 
actually increase their debt load with the arrival 
of children. It should be noted, however, that 
the immigrant debt function has a poor fit and 
is thus not too reliable an indicator of distinc- 
tive behaviour. For both segments of the popu- 
lation, less liquid assets (for example, homes) 
are purchased as family size grows. As the 
immigrant grows older or has an increase in 
income, there is a greater increase in the desire 
for housing as compared to the native born. 

Analysis of the remittances data shows that 
.the upper limit of remittances by post-1971 
immigrants, the group of immigrants most likely 
to remit, is two per cent of their income. This 
is much lower than the asset accumulation dis- 
cussed above. Accordingly, it is clear that 
immigrants make a positive contribution to 
capital accumulation in this country. 
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Conclusion 


The data confirms the life-cycle hypothesis for 
immigrant and native-born asset accumulation. 
It also shows that immigrants make a strong, 
positive contribution to capital accumulation in 
Canada. 
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